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Board of Rational Bstiiaate* 7 Revmbro* X°fl 

Assistant Director, Research and X opart© 

Proposed technique for measuring the contribution cf lait*«fcet 
trad* to tha relative occnomic capabilities for wr of the 
Soviet Orbit and tbe rest of the world. (See attached ter as of 
reference for an HUS on this subject. ) 


In preparing our HU contribution, ORt intends tc utilise 
a method which goes beyond thoae ordinarily used in estimating 
dass^ ga that could be done to the Soviet Orbit by ree trie tin; 

Ita Imports tran out aide the Orbit* this method dees not 15 nit 
it* oonoem to the immediate Impact of the loss of import#, but 
proposal to tree# the ramification* la the eConoir cf the Strict 
Bloc of the loss of these vital dear -©diti.es. 

Previous studies have oone catrated attention almost solely 
m lttMB held to ba strategic because of great replc-cement c'iffi- 
eultiaa (tha "bottleneck * approach). This producer, an upward 
bias in estimates of tha damage whioh could be inflated on the 
Soviet Orbit by depriving them af their imports, for it fails to 
consider adequately the ability of the Soviets to produce cr find 
substitutes for the lost items. 

the method which we shall use assumes that these items can 
ba replaced, share tectaBically feasible, by reallocation cf 
raaourc as, involving significantly higher costs of product if n. 
tha leas of theca imports would not necessarily result in a narked 
reduction of output in all tha products which use the imports. 

Mash of the damage suffered by the {Soviets would be diffused, 
throughout the economy cf the Orbit. 

lie propose to Teaser© t ilt di ffused damage to economic 
capability for uar by letora ning the amounts of tha most tannic 
economic resources required to replace th© lost items by dorrastio 
production. The direct damage that would result iVom the loan 
of items which could not be replaced by domestic production (except 
at emseseive eoet) would be measured by tha netted© wed in past 
studios, (lie believe that these irreplaceable item would lm 
relatively few in mmbsr.) The estimate of iota} damage than 
would be esprensed quantitatively as the lessor ropourcec (diffused 
damage) plus the direct damage. This statement of the damage to 
the Soviet Orbit from the lose of its insert# Is, wo believe, an 
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Seriet military potential, and subordinate objective* are 
determined tgr reference to this fundamental goal* ^ _J!5j tT 
asstawtien. the lost of basic resources and of high-priority 

(|g, present inports) I 1 eptesettts *«tratsglc damage o 

thi Soviet Orbit. 

fkm aatiaitc of the total damage which will be mod# la 
thii study could conceivably be translated into a rr-tfuction of 
Soviet military povwr hr military enpertsi we do not intent « 
undertake tbit animate of military dtasage. 

u| believe that a gjwdXar teshniqu© ehould be ^piiod to 
estimating the contribution of fiaat*4feat trade to the economies 
af aaiii fMlit I countries and to their collective economic capa- 
bility for war. (This analyst* will be done outside OKR.) 

ftn* tentative es*ai«ptl®a 1 jb» however, that the eetiawt# 
of ■aonomio damage to the West does not entirely reprwent 
■strategic damage,* while the economic damage to the Orbit Ji, 

M e«ra*#utm 5 tioa. wholly «strategto damage.* For this reason, 

OrM.t area ire not directly comparable. The damme t*» tw a- ■ 
Sr£t " “ " la . , " S£r th. "sort- of infllotlnr a owtalo 
mount of strategic damage on the Soviet orbit* 

Thera «ra cf course «M57 I*P® ia oua hnewledge of Orbit 
eecnoodc activity and vany other limitations toour 
to estimate the damage which the OrMt i *ul d 
redactions la &uft-**et trade. fbaw* t „ 

are likewise gaps la the ability of the UC a^m toe to 

the impact open the West of raltwti^s in tMs trade. Sev«-the 
leas. we believe that a sufficient body of knowledfjB exlsta xj 
formulate estimates within the team® of the teoteiqu# we tot*m& 
to vm which will serve tc indicate the total effect upon tbs 
Orbit end upon the West. 

the barms of reference for the HI! have been drawn *$* aa 
the assumption that this technlqoe ie valid and workable. in 
brief . our approach is as follow* * Ws should be able with 
reasonable precision to predict the levels and pattern of East- 
Meat trade In 19^2. Using this pattern as a base, weintoari 
to estimate the impact on the Orbit of a complete *4»rgo on 
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Xa*t-4fost trade. Similarly* w shall estimate 15 k i-npaet of 
selective embargoes* A sMinr twhidflw should ba used b>' 
the jjic agenda# In eetfeittlng t he Impact on non-Orhlt 
countries. Comparing the results of these Independent 
shou ld give us cuantltative neaswes of the relative oontritc-icn 
of East^Kest trade to the economic capabilities t r ’.•jar of - 
Orbit and the non-Orbit areas* 
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